Abstract: Urban Local bodies (ULB's) in
I. Introduction
Urban Local bodies in India are facing resource constraint and so they are incapable to perform their functions efficiently. On the other hand their expenditures are increasing enormously. So the gap between the income and expenditure of urban local bodies is portraying a financial crisis, which needed to be cured urgently. This paper is study of urban local bodies of Rajasthan with special reference to Jodhpur Municipal Corporation (JMC) Jodhpur. The present study investigates the financial health of JMC and suggests measures to improve their financial health.
There are 183 urban local bodies in Rajasthan consisting of 3 Municipal corporations, 11 municipal councils, 169 Municipal Board (consisting of Class II, III, IV cities) with a population of 13.2 million (24 percent). Jaipur is the largest city of Rajasthan with over three million population. Jodhpur is the second largest city of Rajasthan with 3.68 million. .In additions there are 18 cities with more than one lakh population. The urban area of Rajasthan is spread over 5.43 (000sqkm), which is 1.68 percent of the total area. Thus the urban density of Rajasthan is 2431 per square kilometer compared to India's urban density of 3572 per square kilometer. Urban population of Rajasthan increased at the rate of 2.7 percent per annum during 1991-2001 at same ra te at which the total population of Rajasthan is increasing. Urbanization of Rajasthan has slowed down over time.
Rajasthan is not a highly urbanized state. According to the projections by Registrar General, Government of India urban population of Rajasthan is likely to increase to 23.7 million (29 percent) of the likely population of 81.5 million by 2026 at average annual compound growth rate of 2.3 percent during 2001-2026.Thus Rajasthan is going to remain largely a rural economy. This paper is study of urban local bodies of Rajasthan with special reference to Jodhpur Municipal Corporation (JMC) Jodhpur.
II. Objectives of the study
The Amendment also includes Schedule XI and XII giving an indicative list of functions to be performed by PRI's and ULB's. Inspite of 74 th CAA the basic legal framework for ULB's of Rajasthan as laid down in RMA-1959 before 1994 remains unaltered. The ULB's of Rajasthan are highly regulated and controlled by Department of Local Self Government, Government of Rajasthan. The ULB's do not have any autonomy to determine priorities, discontinue schemes, and change the composition of expenditure. The functions laid down in the law largely remain same as it was before 74 th CAA. The Budget proposal has to be sanctioned by government proposed by the ULB. The staffing of ULB's are also laid down under the law requiring approval at every stage. This is contrary to the intention and objective of the 73rd and 74 th CAA. Thus ULB's have very little functional and financial autonomy under the existing legal framework.
Preparation of the Budget Estimates by Municipalities
Rajasthan Municipal Act 1959 and Rajasthan Nagarpalika (Budget Rules) 1966 elaborates the method for preparation of the Budget by the ULB's. There is a printed format circulated by Department of Local selfgovernment, Government of Rajasthan in which the budget proposal has to be submitted to State government for its sanction. The budgets are under two heads -Revenue and Capital for both income and expenditure. The revenue income consists of income from own taxes consisting of the octroi and house tax which are obligatory, income from own non-tax from bye-laws, rules and regulations, income from the assets of the ULB, penalties and fines , income from commercial institutions and miscellaneous. The miscellaneous item includes the general-purpose grant in aid provided to local bodies under the General Purpose Grant in aid to Local Bodies Rules, 1964. The extent of grant under this may be sanctioned at the rate of Rs. 12.50 per capita of the population of the Municipal Corporations based on the last Census reports subject to the extent of budget provisions in a financial year. This grant-in-aid has to be kept in a separate bank account and can be only used for salaries and allowances of the staff. The government has also the option to deduct the amount due to the corporations up to fifty percent of the grant-in -aid. Grants received from State Finance Commission (SFC) are also included under this head.
The capital income consists of income from the sale of land, scheme specific assistance/grant including grant receipts from CFC and SFC, grant-in-aid for capital works of the nature of construction of roads, drains, stone pavements, public urinals and latrines which are of direct public utility to the extent of forty percent of the estimated costs of the works, from public works department, borrowings and other sources of income of capital nature. The components of revenue expenditure are general administration, expenditure on tax collection, public welfare and public health, public safety, street lighting, cattle houses, parks and public repair. Capital expenditure consists of development works from Municipal funds, from the grant in aid received, purchase of assets and payment of loans etc. According to Rule 18 of the Rajasthan Nagarpalika Budget Rules 1966 all urban local bodies must be allowed to balance at the end of the said year of not less than such sum as may from time to time be fixed by the state government which is presently 1/12 of the revenue income ) .
IV. Jodhpur Municipal Corporation (J.M.C)
Jodhpur is the second largest city of Rajasthan with a population of 8. I the population growth rate of Rajasthan will decline from 1.9 percent to 1 percent, birth rate from 27.1 to 16.7, death rate from 7.0 to 6.4 and infant mortality rate from 71.4 to 47.5, under five mortality rate from 99.8 to 66.4, total fertility rate from 3.6 to 2.0, life expectancy of males will increase from 64.1 years to 69.6 and that of females from 67.2 to 73.1 during 2001-25. This obviously means that the population growth rate in rural and urban areas including Jodhpur will substantially slow down. Therefore the assumption of the Department of town planning that Jodhpur population will increase from 8. 
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under the jurisdiction of JMC since 1991 after liberalization. It can be visualized in terms of increasing vehicles, parks, posh hotels, interior and externally decorated bungalows, private schools of national and international standards and private hospitals etc. Therefore it is presumed that the revenues and expenditures of JMc's would have also grown as well.
Finances of Jodhpur Municipal Corporation (JMC)
Budget estimates are proposed by JMC in the prescribed format of the Government of Rajasthan as approved by the finance committee and the general body and then sent to the Department of Local SelfGovernment, Government of Rajasthan for sanction under RMA 1959. Centre and State Budgets are approved by respective elected bodies whereas in case of ULB's in Rajasthan finance committee and general body approves the budget estimates and forwards it to state government which is the sanctioning authority for the budgets. The State Finance Commission needs to look into this anomaly with respect to different procedure being followed in case of local bodies even though they are Constitutional entity and elected body. Table 1 provides the overall financial strength of JMC for the period 1994-95 to 2007-08. Note This raises apprehensions about the present sanctioning mechanism of the budget estimates of local bodies. Appendix "K" in the Rajasthan Nagarpalika Budget Rules, 1966 clearly mentions that the budget estimates should be realistic and achievable and the kind of increase shown in Budget estimates of 2007-08 is very unrealistic. The Rules expect that the reasons for such a huge increase should be mentioned in the budget papers, which has not been done in JMC budget.
4.1.1Trends in Budgets Heads of JMC
The revenue expenditure has grown at the rate of 10.56 percent per annum compared to 7.74 percent growth of revenue income during this period reflecting growing gap between revenue income and revenue expenditure and consequent concealed deficit, which is not allowed under law to ULB's. The sanctioned estimates of 2006-07 shows budget surplus of Rs 15.1 crore which seems to be unrealistic because all through this gap was always less than one crore.
The trends in capital income and capital expenditure are contrary to revenue income and revenue expenditure. The capital income is growing at the rate of 17.36 % p.a and capital expenditure only at the rate of 5.02 % p.a. The reason could be that the funds could not be utilized and /or it could be that the funds flow may not be regular and at the end of the fag year and therefore they are not able to utilize and hence it has to be carried forward. E.g the funds allocated from Twelfth Finance Commission (TFC) were received by J.M.C on 31 st March, 2006. Therefore it had to be carried forward in 2006-07. The grant allocated by the National Finance Commission (NFC) is only released after the State Finance Commission (SFC) recommendations are received. Therefore this grant remains unutilized. The largest chunk of capital income is received under head eight of capital income consisting of tied grant for specific schemes and untied grants received from NFC and the SFC. The rate of growth of total income both revenue and capital income is 9.49 % p.a but the total expenditure both revenue and capital is growing at the rate of 8.3 % p.a.
Trends in Revenue Income by Different Sources
Trends in revenue income by own taxes (octroi and property tax) and by non-tax own source tax is presented in Table 2 . Note: Values in brackets shows share of the revenue income Source: Same as in Table 1 Non-tax revenue includes grant in aid from the state at the rate of 12.50, and general grant -in -aid received from the SFC. The revenue from own taxes has increased at the rate of 3.64 percent p.a and that of non tax own revenue by 12.66 percent p.a. The octroi has been abolished and it has been substituted by compensation in lieu of octroi its share has declined from over 85 percent to 75 percent and the estimates for 2006-07, and 2007-08 show further decline to 55 percent. The property tax had a trend value of 30 percent between 1994-95 and 2005-06 but its share was only 2 percent. However, the budget estimates shows huge estimates and increase in the share to over 23 percent. Obviously, with the abolition of property tax it will not be achieved and the state government will have to compensate in lieu of the same. The non-tax own revenue trend is 12.66 percent p.a and its share is increasing which is presently 22 percent. We have separately shown the grant -in -aid received by JMC which includes general grant -in -aid given at the rate of Rs. 
4.1.3: Trends in Revenue Expenditure
The highest amount is spent on public health to the extent of about 70 percent of the total revenue expenditure. Expenditure on public health has increased at the rate of 9.81 percent p.a during this period. However, this increase in the expenditure on public health largely due to increases in the salaries and allowances. Infact, under all the heads the salaries and allowances account for 70-80 percent of the expenditure. There is nothing wrong in that because all these functions are labour intensive but the question is there adequate manpower, which can deliver these services to people efficiently and timely? As already mentioned that there is growing gap between the revenue income and revenue expenditure. The expenditure on the Department of tax collection has at present become redundant because of the abolition of octroi and house tax.This expenditure along with the manpower employed in them should be redeployed for some other priority area. Table 3 gives trends in the revenue expenditure by various heads. Source: As above Table 4 shows trends in the capital income by its various components Source: Same as in Table 1 The highest growth is from the sale of land. Infact the increase in the sale from land has jumped 8-9 times in 2005-06. JMC proposes to accelerate this pace further in 2006-07, 2007-08. Prior to 2005-06 the income from this head remained around one crore only. This could be because of the increases in land prices and /or it could be that the total area of the land sold has increased or both. For this is necessary to know the area of the land being sold every year. The area of the land should be sold keeping in the mind the future generations and their needs. The rate of growth of receipts from capital grants in aid is 7.28 percent per annum. JMC expects that this will double in 2006-07 and 2007-08. This increase also could be because of the delayed release of capital funds from various agencies of the G.O.I and G.O.R and T.F.C and the S.F.C. We have seen earlier that the flow of capital income is very high compared to capital expenditure. This is the reflection of poor capacity of funds utilization or also could be due to inadequate planning. The head "others" includes the refund of the loans given to employees earlier and the flow is smooth and uniform. Table 5 shows the trends in capital expenditure. Table 1 If we compare the various components of capital income and capital expenditure the budget is not given in the compatible manner. The JMC receives funds for different schemes from G.O.I and G.O.R and also its own funds, which they spend on development works, which are largely schemes, of state govt. and central govt. The proportion of the capital funds spent on these development works is 60-70 percent. The capital funds spent on the new assets are negligible. Table 6 depicts trends in the per capita revenue and the capital income and per capita revenue and capital expenditure .The per capita revenue income has increased from Rs 226(three year average of 1994-95, 96 and 97) 1995-96 to Rs 349 (three year average 2003-4, 05, 06) at the rate of 4.94 percent p.a and the per capita revenue expenditure from Rs 172to Rs 343 at the rate of 7.9 percent p.a. The per capita capital income increased by three times during this period from Rs. 32.to 113.7 however, the per capita expenditure increased by about 20 percent only. The per capita income increased by 14.85 percent p.a s compared to per capita capital expenditure increase of 2.11 percent, which is a reflection of poor utilization of funds. However, the sanctioned and the budget estimates for 2006-07 and 2007-08 in per capita terms do not justify the earlier actual figures. Either they are over-estimated or under-estimated which need a careful scrutiny. It is surprising that the sudden increase and sudden decline have not been explained as required under the law. There seems to be some kind of ad-hocism in the sanctioned and budget estimates. n.a n.a n.a n.a n.a n. Table 7 presents the trends in Revenue grant-in-aid and capital grants. The revenue grant-in -aid has increased at the rate of 15.55 percent largely due to wage increases but its percentage share to revenue income is relatively low at 10 percent only. However, the percentage of capital grant to capital income has increased at the rate of 7.28 percent p.a but its percentage to capital income and capital expenditure is fluctuating but quite high. At present the dependence of JMC on these grants is relatively not very high but with the abolition of octroi and property tax there will be substantial dependence on the grants from the state govt and G.O.I. The G.O.R. has already started the classifying the compensation in lieu of octroi as grant in aid. If that is so then dependence on the grant in aid increases substantially. 
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V. Conclusions
Stemming from the above analyses it is evident that rate of the growth of revenue income of J.M.C is lower than that of the revenue expenditures, indicating worsening financial health of J.M.C. Also rate of growth of capital income is significantly higher than the rate of growth of capital expenditure, which indicates underutilization of available resources which again obstructs to achieve the productive efficiency .The two main sources of its own taxes have been abolished first in 1998 and second from February 2007. In case of the octroi government is compensating J.M.C through grant to be increased by 10 percent annually on the basis of octroi income of 1997-98. However, they are increasing the compensation by 5 percent thus further reducing the resources of JMC. Flow of grants is not uniformly spread over the years and so there would be financial crunch. It is released at the end of the fag financial year hence it cannot be utilized in the same year. There is a vast difference between the budget proposals, the sanctioned amount and the actual. This is an indication of poor collections as well as poor utilization of resources. The wages and allowances account for over 83 percent of the revenue income. If we include establishment expenditure also it will increase to nearly 90 percent. By law they are supposed to show a balance of one twelfth of their revenue income hence there is no revenue surplus. Obviously, this will affect the development works of JMC. The Constitutional mandate is to give functional and financial autonomy to elected local bodies so as to make effective instrument of decentralization. However, the present framework does not allow this. The local bodies in Rajasthan are highly controlled and regulated by government. The State Finance Commisssion (SFC) needs to give recommendations in consonance with constitutional mandate. The SFC should estimate the needs of local bodies and make recommendations accordingly. State government should accept and implement the recommendations of State Finance Commissions. It has not happened yet. It seems that even local bodies have not effectively demanded its due as a constitutional entity from the SFC.
